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ABSTRACT
There is an abundance of research that analyzes country of origin (COO) and its effect on
consumer behavior; however, many of these studies are in relation to products unrelated to
fashion. In addition, there are a plethora of studies that discuss price transparency and product
transparency. Though, most of this research is also unrelated to the fashion industry. There is
also a significant lack of COO studies in relation with price and product transparency. This
current study aims to focus on developing new methods of marketing in congruence with
COO and fashion products. Utilizing a between-subjects experimental design, 2 (country of
origin: Italy vs. China) x 2 (price: high vs. low) x 2 (disclosure: high vs. low). I will analyze
the effectiveness of COO in relation to price and product transparency, and disclosure level.
Keywords: price transparency, product transparency, disclosure level, attribution theory,
signaling theory, country of origin, experiment

-1-

The Influence of Price Transparency on Consumer Perceptions: The Role of Culture
and Luxury Brands
Honors Thesis for Cady Qiu

INTRODUCTION
Recently, fashion sustainability has gained importance amongst consumers. This is especially
true for Millennials and Gen Z (Gazzola et al., 2017). Many consumers within these
generations have voiced their disdain towards unethical practices within the fashion industry.
In response, fashion companies are utilizing price and production transparency: Everlane,
Oliver and Cabell, and The Slow Label. These companies market themselves as "sustainable"
fashion brands, as they disclose more information about their manufacturing and costs,
establishing trust between the buyer and company. Everlane utilizes the practice of
transparent pricing, a unique pricing model that features a cost break down of all
manufacturing related costs. Underneath the price of each product, they provide a cost
breakdown, stating "we believe you deserve to know what goes into making the products you
love", increasing trust between the company and consumer (Everlane). In contrast, countries
like China have a reputation for unethical fashion manufacturing practices while Italy has
established a reputation for producing luxury clothing. Additionally, transparent pricing is a
practice utilized primarily within mid-range priced fashion products and isn't a common
practice within the luxury fashion sector. Luxury European brands, such as Hermes, Channel,
and Gucci all sell similar items as mid-range brands but at a significantly higher markup
price. Currently, there is a lack of research regarding COO in congruence with pricing and
production transparency. This study aims to fill that gap.
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THEORETICAL BACKGROUND
Price Transparency
Price transparency is when a company provides customers with clear and comprehensive
information on quoted prices (Diller, 1997). This can be executed using many different
methods: price settings, price-changing, or cost breakdown information. For a company, being
transparent about a pricing strategy builds trust among consumers since it shows that the
organization has nothing to hide and is willing to share intimate information with consumers
(Bertini & Gourville, 2012).
Using information, such as retailer’s past behaviors, other retailer’s behavior, and media
coverage, consumers make assumptions about price changes (Monroe & Xia, 2006).
Consumers interpret the degree of transparency through their perception of the amount of
information disclosed by the seller. When a firm provides justifiable reasoning for pricing
decisions, it creates more understanding between the seller and consumer. This can be
accomplished through providing details about the allocation of money towards manufacturing
and markup, making customers more willing to pay higher prices for goods (Carter & Curry,
2010). Contrarily, providing unjustifiable reasoning for price changes could cause negative
consumer responses (Mohammed, 2012). It’s important for companies to distinguish what
level of transparency disclosure is optimal to prevent a negative response from the customer.
In a study conducted by Mohan and others (2014), students from a North Eastern university
were exposed to one of two brands: Everlane and J.Crew. Everlane displayed their prices with
a full cost breakdown, including materials, labor, transport, duties, and hardware (Everlane).
In contrast, J.Crew displayed the standard ticket price for their products. After viewing one of
the two brands, they were asked to participate in a gift card giveaway. It was found that more
participants were willing to participate in the gift card giveaway when exposed to Everlane
compared to J.Crew. This shows that price transparency can affect brand trust, contributing to
brand loyalty and equity. In addition, Matzler and others (2006) found in their study that when
students were given a questionnaire measuring the satisfaction with different price
dimensions: price transparency, price-quality, ratio, relative price, price confidence, etc. for
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retail banking, it was discovered that price transparency positively related to overall price
satisfaction.
Product Transparency
Product Transparency has three different dimensions: traceability or the names of suppliers
involved in producing a company’s products, information of supplier’s sustainability
conditions, and a buying company’s purchasing practices (Egels-Zanden et al., 2015). This
study will be focusing on the buying company's purchasing practices which can be expressed
through cost break down. Product transparency is another way companies can strengthen
company reputation and trust amongst consumers (Carter & Rogers, 2008). Past studies have
found that product transparency increases customer loyalty and purchase intention. In a study
conducted by Bhaduri and Brookshire (2011), they conducted in depth interviews on students'
attitudes towards production transparency. It was found that on average, participants "feel a
lot better" if products have transparent information, even if they would have to pay a
premium.
Signaling Theory
Signaling theory states that under conditions of information asymmetries, a signal serves as a
cue for a person to assess an object (Spence, 1974). This theory is commonly applied to
marketing practice. For example, advertisements function as a cue that can change the
perception of a consumer for a product or the object (Spence, 1974). There are two different
types of cues: intrinsic and extrinsic. Intrinsic cues are attributes of a product (Espejel et al.,
2007). When intrinsic cues are changed, the fundamental product attributes are also affected.
An example of intrinsic cues could be the color or appearance of a product (Espejel et al.,
2007). Extrinsic cues are product attributes that do not alter the fundamental nature of the
product (Wells et al., 2011). When consumers have low involvement or limited time, they
tend to respond more effectively when exposed to extrinsic signals (Chaterjee et al., 2002).
Brand name, retailer reputation, country of origin are all examples of extrinsic cues. For the
purpose of this study, country of origin and price transparency will be used as the main
extrinsic cues.
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Signaling Theory and Price
Research by Heyman and Mellers (2008) suggests that consumers also use signals, such as
ads and word of mouth, to interpret what they think the product should cost and compare it to
the real price (Liu & Soman, 2006). This is known as pre-purchase reference price which can
be influenced by many factors, such as past prices, the company’s perceived profits, and the
cost of goods sold (Bolton, et al., 2003). In general, consumers view cost-based pricing rules
as more fair compared to market-based pricing rules (Maxwell, 2005). Cost-based pricing is
based on factors, such as labor costs and manufacturing while market-based pricing is based
on competition within the market (Revenue Management Labs). Consumers don’t typically
have information on the seller's actual costs and profit margins, strengthening the positive
effect of price transparency as a signal (Bolton, et al., 2003).
Attribution Theory
Attribution theory states that “observers use information about an actor's behavior or the
circumstances under which the behavior was performed to make an inference about the causal
factor” (Weiner, 2000). Therefore, it provides a means for people to rationalize ambiguous
situations. This theory has also been utilized in marketing to explain consumer behavior
towards product endorsers and participation in research surveys (Vaidyanathan & Aggarwal,
2003)
Consumers create perceptions and opinions of a company based on inferences of actions
coming from the firm. It’s important for companies to develop positive relations with
consumers through their trust in their marketing practices and products. An unfair change in
pricing policy or in prices may damage the trust between the seller and buyer.
Research by Weiner (1992) classifies causes based on three different categories: locus of
causality, controllability, and temporal stability. Locus of causality focuses on where an
action derives from. This can be split into two levels: internal and external. An example of an
internal action from the perspective of the consumer would be if the consumer broke a
product based on their own negligence. An external action would be if the product broke due
to a defect from manufacturing by the company. Controllability analyzes whether the action
was within the company's control or not. If a company raises prices while their competition
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keeps prices lower, this shows that the change in price was within the company's control.
However, when a company raises prices due to inflation, this factor is seen outside of their
control. In general, consumers view price changes outside of the company's control as more
fair compared to price changes within the company's control. Finally, temporal stability refers
to whether an action is temporary in nature or permanent. For example, a company increasing
price to grow profit margins is permanent while a company increasing price due to worker
strikes is temporary.
Differentiate Product Pricing (high vs. low price)
It is a common practice within marketing to differentiate products to serve different segments
of consumers (Monroe & Xia 2006) Differentiating products decreases the comparability
between transactions. Therefore, it can also decrease the perceptions of unfairness between
the consumer and company. Transparency of pricing can increase perceptions of fairness,
especially when the price they pay is the industry norm. For example, consumers are less
likely to question when a when a well-known luxury brand, such as Gucci is marked up
higher than a generic mid-priced brand LOFT because that is the industry norm. However, it
can also decrease perceptions of fairness if it makes consumers aware of unjustified reasons
for price differences or inconsistency of prices.
Disclosure of Price Breakdown
Cost-breakdown is when the seller provides information about the components contributing to
the ticket price of a product. This can lead to greater perception of fairness from the
consumer, as there is a higher level of disclosure and transparency from the company (Carlson
& Weathers, 2008). Expectations in a product can derive from many different factors, such as
personal knowledge or word of mouth. Satisfaction of the consumer decreases when a product
falls short of expectations, causing the consumer to perceive the exchange as unfair (Hunt &
Nevin 1981). However, when the product meets expectations or exceeds expectations, it
creates a positive relation with the company and consumer, perceiving the exchange as fair
(Heyman & Mellers 2008).
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Country of Origin Theory
In the past, country of origin (COO) has been defined as the country where a product was
produced. Recently, COO is not just limited to production, it can also be where the product
was designed, assembled, etc (Usunier, 2011). Similar to brands, countries also have equity
associated with them known as “nation equity” (Maheswaran & Chen, 2006). People’s
perception of nation equity can be influenced by many factors, such as culture, economic
wellbeing, and political standing (Chew, 2006). Consumers tend to take stereotypes or
preconceived opinions of a product’s COO to make evaluations of a product (Maheswaran &
Chen, 2006). This is especially true when evaluating products from foreign countries (Hong &
Wyer, 1989). For example, the stereotype that Japanese cars are reliable is an assumption
based on the Japanese COO, not an actual observation of the car (Maheswaran & Chen,
2006). Therefore, COO plays a significant role in understanding and predicting consumer’s
buying decisions.
In a study run by Hien et al. (2020), they examined how COO affected consumers'
perceptions of brand image, brand evaluation, and customer's purchase intentions for
electrical home appliances. It was discovered that COO significantly influenced how
consumer’s perceived brand image. Additionally, it influenced purchase intention. Brands
deriving from developed countries were perceived more positively compared to brands from
underdeveloped countries.
Country of Origin for Fashion Industry
COO is also prevalent in fashion. From production to consumption, fashion collections are
recognized as comprehensive art media that represent national culture, art, and industry
(Entwistle & Rocamora, 2006). Therefore, fashion is closely associated with nation equity. In
a study by Kim and others (2017), they examined how national stereotypes and COO image
of fashion collections influenced consumer’s perception of brand image, brand evaluations,
and purchase intention. It was found that there was a relationship between a COO image of
fashion collection and brand image. People's stereotypes of a nation's cultural artistic image
and political economic image have a positive influence over the COO image of a fashion
collection (Kim et al., 2017).
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HYPOTHESIS
According to USA Today (2020), 40% of Americans are not interested in Made in China
products. Additionally, 80% are now willing to pay higher prices for companies that close
their Chinese factories. In general, the American stereotype of "Made in China" products is
that China produces poor quality and low-priced manufactured goods, such as clothes and
electronics. Therefore, China can be classified as a low nation equity country. Contrary to
this, USNews (2016) conducted a survey amongst 16,000 people from four regions. It was
found that Italy was the world's most fashionable country. This is supported by Italy's plethora
of luxury fashion brands, including Gucci, Versace, and Armani. The stereotype for Italy is
that they produce high quality and luxury fashion products, making it a high nation equity
country.
Consumer's perception of pre-purchase reference price is typically much higher for luxury
fashion goods compared to cheap or mid-range priced fashion goods. The attribution theory
states that consumers create perceptions and opinions of a company based on inferences of
actions coming from the firm (Vaidyanathan & Aggarwal, 2003). Whether the price is within
a company's control or not also influences consumer's perception of fairness (Weiner, 1992).
Consumers view prices within a company's control as less fair compared to when it's outside a
company's control. Luxury goods have more inelastic demand compared to cheaper or midpriced goods. Therefore, they have more control over their pricing. It can be assumed that
high price disclosure on regularly priced Italian luxury products will be seen as unjustifiable.
Contrary to this, China mainly manufactures for mid-priced or cheap fashion goods, so price
disclosure will be positively perceived by the consumer since they have less control of
pricing.
Thus, I have created two hypotheses:
H1: For a high national equity country, a high (low) level of disclosure will positively
affect brand attitude/perception/purchase intention for high (low) price products.
H2: For a low national equity country, a high (low) level of disclosure will positively
affect brand attitude/perception/purchase intention for low (high) price products.
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METHOD
The goal of this study is to determine if a relationship exists between COO, price, and
disclosure level. Participants were exposed to different advertisements with a cost breakdown,
using the stimuli model from a fashion price and production transparency study by Kim et al.
(2020). This current study explores whether the independent variables working in congruence
with each other impacted consumer's evaluation of the brand and purchase intentions.
Participants, Design, and Procedure
The 273 participants were taken from a sample within a private North Eastern university. The
average age for respondents was 19.82 and there were slightly more female participants at
67%. This study is a 2 (country of origin: Italy vs. China) x 2 (price: high vs. low) x 2
(disclosure: high vs. low) between-subjects experimental design. Therefore, the independent
variables of this study is country of origin, price, and disclosure level. The data was collected
through an online survey. To create incentive for the students to participate in the survey, they
were given extra credit. Respondents received a request for participation in the survey with a
link to a website where the survey may be completed. They then agreed to start the survey
through a consent form at the beginning of the survey.
Participants were randomly assigned one of the eight experimental conditions which they
viewed on an electronic device with instructions: COO Italy-low price-no price transparency,
COO Italy-high price-no price transparency, COO Italy-low price-price transparency, COO
Italy-high price-price transparency, COO China-low price-no price transparency, COO Chinahigh price-no price transparency, COO China-low price-price transparency, and COO Chinahigh price-price transparency (Appendix A). These advertisements marketed the fictitious
brand Vellone Cheng. To eliminate any country bias, I combined a common Italian last name,
Vellone, with the Chinese last name, Cheng. The advertisements featured a 100% cashmere
sweater. One advertisement featured COO Italy while the second had COO China, all other
factors within the description were the same. To manipulate the price, the low price was set at
$100 and the high price at $1,000. Everything else remained the same, but the high price is
10x higher. Finally, to manipulate the price transparency variable, the no price transparency
displayed the manufacturing cost plus the retail mark up and ticket price while the price
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transparency provides a cost breakdown of the manufacturing costs with a retail markup and
ticketed price.
After looking at the condition shown, participants were asked to indicate their attitudes
towards the brand, pricing, and intention of purchase on a 7-point scale (1-Strongly disagree,
7-Strongly agree; Jamieson) (Appendix B). With brand attitude, I looked at surveyor’s
attitudes towards the brand, whether they liked or didn't like the brand, with a total of 5 items.
For brand perception, I asked surveyors whether they thought the brand was interesting or not
with three items. Pertaining to purchase intention, I questioned whether the surveyor was
likely or unlikely to consume products from the brand with 3 levels. Then, participants had to
answer manipulation check questions to ensure the independent variable was perceived as
originally intended. Finally, surveyors were given demographic questions: age and gender,
along with additional university information to provide extra credit for completion.

RESULTS
To test statistical significance, I ran an ANOVA two-way interaction between price and price
transparency and a three way between COO, price, and price transparency. For the two way
interaction, the interaction between price and price transparency was significant with respect
to brand attitude (F(1, 134)=4.37, p<0.05). Brand attitudes was determined through
participants attitudes towards the brand Vellone Cheng on 7-point scale (1-favorable, 7unfavorable). As seen in Figure 1, under low price, participants favored price transparency
(Mtransparency=4.90) over no price transparency (Mn.trasnparency=4.16). Under high price,
participants favored no price transparency (Mn.transparency=4.55) over price transparency
(Mtransparency=3.99).
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Figure 1 - Price x Price Transparency (Brand Attitude: Italy)

For the three-way interaction, the interaction between COO, price, and price transparency was
also found to be significant (F(1, 265)=2.89, p<0.05). For COO Italy, there was an interaction
effect while with China there was a main effect. Regardless of the price, participants exposed
to the COO China had higher brand attitudes when presented with price transparency as
opposed to no price transparency. As seen in Figure 2, under low price, participants favored
price transparency (Mtransparency=4.68) over no price transparency (Mn.transparency=4.22). The
same result occurred under high price with participants favoring price transparency
(Mtransparency=4.29) over no price transparency (Mn.transparency=3.59).
Figure 2 - COO x Price x Price Transparency (Brand Attitude)

For the two way interaction, the interaction between price and price transparency was
significant with respect to brand perceptions (F(1, 134)=3.25, p<0.05). Brand perceptions was
determined through participants rating the perceptions of Vellone Cheng on a 7-point scale (1not interesting, 7-interesting). As seen in Figure 3, under low price, participants favored price
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transparency (Mtransparency=4.82) over no price transparency (Mn.trasnparency=4.20). Under high
price, participants favored no price transparency (Mn.transparency=4.30) over price transparency
(Mtransparency=3.76).
Figure 3 - Price x Price Transparency (Brand Perception: Italy)

For the three-way interaction, the interaction between COO, price, and price transparency was
also found to be significant (F(1, 265)=2.89, p<0.05). For COO Italy, there was an interaction
effect while with China there was a main effect. Regardless of the price, participants exposed
to the COO China had higher brand attitudes when presented with price transparency as
opposed to no price transparency. As seen in Figure 4, under low price, participants favored
price transparency (Mtransparency=4.17) over no price transparency (Mn.transparency=4.07). The
same result occurred under high price with participants favoring price transparency
(Mtransparency=4.82) over no price transparency (Mn.transparency=3.78).
Figure 4 - COO x Price x Price Transparency (Brand Perception)
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Finally, for the two way interaction, the interaction between price and price transparency was
significant with respect to purchase intention (F(1, 134)=3.25, p<0.05). Purchase intentions
was determined through participants rating the likelihood they would purchase the item on a
7-point scale (1-unlikely, 7-likely). As seen in Figure 3, under low price, participants favored
price transparency (Mtransparency=4.05) over no price transparency (Mn.trasnparency=2.84).
Under high price, participants favored no price transparency (Mn.transparency=3.16) over price
transparency (Mtransparency=2.78).
Figure 5 - Price x Price Transparency (Purchase Intention: Italy)

For the three-way interaction, the interaction between COO, price, and price transparency was
also found to be significant (F(1, 265)=6.41, p<0.05). For COO Italy, there was an interaction
effect while with China there was a main effect. Regardless of the price, participants exposed
to the COO China had higher purchase intentions when presented with price transparency as
opposed to no price transparency. As seen in Figure 4, under low price, participants favored
price transparency (Mtransparency= 3.87) over no price transparency (Mn.transparency=2.89). The
same result occurred under high price with participants favoring price transparency
(Mtransparency=3.00) over no price transparency (Mn.transparency=2.36).
Figure 6 - COO x Price x Price Transparency (Purchase Intention)
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This supports H1 and H2. For a high national equity country, a high (low) level of disclosure
positively affected participant's brand attitude/perception/purchase intention for high (low)
price products. Additionally, for a low nation equity country, a high (low level of disclosure
positively affected participant's brand attitude/perception/purchase intention for low (high)
price products. This illustrates the association between COO, price, and price disclosure.

DISCUSSION
In this research, we investigated whether COO changed the effectiveness of price
transparency within luxury and non-luxury fashion marketing. We tested the impact of COO,
price, and price transparency through a stimulus that combined both an advertisement with
COO and cost breakdown to measure brand perception and purchase intention. The findings
from my study indicate that regardless of the price, people generally appreciated more price
transparency for China. The same effect occurs for low prices in Italy However, the opposite
effect occurred for the high price in Italy. Consumers perceive Italian luxury brands to have
high brand and nation equity. Therefore, increasing the trust of consumers. With a high level
of trust between the receiver and signaler, there's less need for information disclosure.
Theoretical Contribution
This study extends the current understanding of transparency and country of origin in
marketing for apparel products. It further proves that transparency can contribute to brand
equity. For price transparency, past work focused mainly on the financial service sector.
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Additionally, there has been research conducted on COO and luxury fashion, but not relating
to mid-priced products and price transparency. Therefore, my research is one of the first
studies combining the usage of COO, a non-luxury and luxury brand in congruence with price
transparency. Depending on the COO and price point of a fashion product, different levels of
transparency can be applied to marketing tactics, such as advertisements (Appendix C). For a
mid-range price fashion company, such as LOFT, it's better for the company to be transparent
about pricing, regardless of the COO. In contrast, for an Italian COO high priced luxury
fashion company, such as GUCCI, it's better for the company to provide less information.
Limitations and Future Study
For this study, we collected from a sample of students who were all undergraduate business
students with a North Eastern university. To create a more accurate representation of a general
consumer base, this study can be replicated using other survey distribution methods, such as
Mturk which pays participants and has a larger and more diverse pool of people. It will also
strengthen the findings between different types of consumer groups, not just college students.
Additionally, it would be interesting to see this study replicated, using different COOs. For
example, Made in Japan vs. Made in Brazil for the car manufacturing sector. Countries that
are within proximity to each other, such as Japan and South Korea would also be something to
look into. Furthermore, the stimuli can be distributed amongst consumers within different
countries. Additionally, this study can be applied to other industries, such as the food or
beauty industry where there is also a growing need for more sustainable business practices.
To increase validity, there should be a manipulation test before the independent variables
within the stimuli that measures consumer perception of each country to create a more
accurate experiment. This factor is also something to consider when replicating this study for
future research.
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